ance, primarily because it eliminates the prime con-
tractor filter function. The acquisition agency deals
directly with the industrial units that do the work;
consequently, cost and manpower performance re-
ports under cost and schedule control systems
criteria and other management systems are more
timely, relevant, and accurate. The government is
aware of potential problems earlier and can move
to reduce or eliminate them more efficiently. In
addition, the government avoids a fee-on-fee situa-
tion. It works directly with the subcontractors and
therefore does not have to pay a prime contractor
profit based in part on profit the prime pays his
subcontractors. An associate structure thus elimi-
nates one level of profit.

Perhaps the most important practical advantage
of the associate contractor strategy is that it per-
mits much greater use of competition. The acquisi-
tion agency can compete as many or as few sub-
systems as it deems appropriate. Several contrac-
tors may be qualified to bid on one or more sub-
systems, and smaller contractors, unable to assume
the financial risk of a prime contract, can perhaps
compete for a particular subsystem. Because of the
overlapping expertise at each interface, as dis-
cussed above, the acquisition agency also usually
has at least two qualified sources for follow-up
work. Multiple sources are especially important
when a numerically large acquisition, in which
price competition can be very effective, follows a
development program. On the M-X program,
competition was preserved with the associate con-
tractor approach on each major missile component
until the Ballistic Missile Office had evaluated, an-
alyzed, and tested the technical alternatives. Only
then were the subsystems integrated into a com-
petitively awarded associate contractor structure.

For particularly risky subsystems, the govern-
ment may also elect to contract with more than one
source and subsequently select a winner. The com-
petition at a subsystem level should be contrasted
with the total system "fly-off" concept as applied
under a prime contractor strategy. On many pro-
grams, funding constraints make a total system
"fly-off" impossible, but subsystem competition
through the prototype phase may be both afford-
able and prudent. Again, choice in the matter of
subsystem competition, whether in order to reduce
technical risk or to realize cost savings, is available
to the government only with an associate strategy.
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The one significant disadvantage to the associate
strategy is probably already apparent. The asso-
ciate structure is undeniably more complex and,
theoretically, requires more government manpower
than does a prime contractor structure. Both quan-
titatively and qualitatively, manpower re-
quirements are more critical. Assuming respon-
sibility for system integration imposes major
managerial burdens; government personnel must
manage, not monitor. They must know their jobs
and do them well. Configuration management,
specification control, and interface management,
as well as synchronization of schedules and deliv-
eries, are all the responsibility of government mid-
dle managers, not the prime contractor. The whole
acquisition strategy is simply more complex; sev-
eral relatively small contracts are much harder to
manage than one large one.

Still, the advantages predominate, and the asso-
ciate strategy offers a practical and effective alter-
native to the more commonly used prime contrac-
tor structures. It has a sound mathematical basis in
modern utility and risk management theory and
gives the government greater flexibility and control
in managing major acquisition programs. Asso-
ciate structures emphasize risk sharing and the
preservation of competition, both of which are
critical to effective and efficient management. The
strategy represents a proven, innovative approach
to modern systems acquisition and, though not ap-
propriate to every program, one that deserves more
widespread use,
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